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*.* The Bank publishes from time to time in this 

onthly Review signed articles by exponents of 
es theories on questions of public interest. 
The Bank is not necessarily in agreement with 
the views expressed in these articles. 


Mercantilism—Old and New 
By Professor G. N. Clark. 


word “‘ mercantilism ’’ has been much used in recent 
months. It has appeared to many observers that the 
great changes in British commercial policy mark a 
return to the principles to which we give that name. Even 
before those changes were completed, at a time when they 
were scarcely foreseen, that is to say during the course of the 
late war, it was widely held that the civilized world generally, 
most of which had never got as far away from the old mercan- 
tilism as the United Kingdom, was making a decided return 
in that direction. Not for the first time in history, changes 
in our own economic policy have been merely the sharpest 
and most emphatic instances of world-wide tendencies. e 
general tendencies of economic policy in many or all of the 
world’s states for the last 18 years, and even during a still 
earlier period of preparation, faster in some and slower in 
others, sometimes moderate and sometimes extreme, may be 
summed up as a mercantilist revival. If this historical analogy 
or identification is real, it is a matter of some importance 
to see that it is correctly stated. 

One special form of it which is obtaining popularity 
will not stand a close examination. This is the identification 
of the old mercantilism with what is called “ state-planning ” 
or “central planning.” If we are to begin by describing 
it in the most general terms we may say that mercantilism 





























343 


was a body of expedients for increasing the wealth of nations, 
either actually adopted by statesmen or put forward by 
theorists in a fairly definite —_ of European and American 
history. From the point of view of theory it lasted, roughly 
speaking, for about three centuries, from about 1450 to about 
1750, from the end of the Middle Ages to the rise of liberal 
economic doctrine in the time of the physiocrats and Adam 
Smith. From the point of view of practice it is much more 
difficult to give it limits of time, since mercantilist policy 
survived in practice in many parts of the world long after 
theoretical economists had given up the ideas by which it had 
been justified. In English history the tendency to laisser- 
faire set in as early as the 17th century in industry, but in 
foreign trade only after the battle of Waterloo. In other 
countries it came even later. There were few in which it went 
nearly so far as in England, and in the greater countries it 
was on the wane throughout the latter part of the 19th century. 
One cause of this was the great depression of the eighteen- 
seventies and ‘eighties. Another was the renewed activity 
in tropical colonization which characterized the same period 
and has led to its being called the period of imperialism. 
There were many other causes adverse to laisser-faire. It 
was only during the central period of the 19th century that 
mercantilism seemed to be extinct, and even then it was not 
interrupted completely and universally. The interruption 
was, however, sufficient to make the revival very different 
from the old mercantilism which had not been preceded by 
experiments in free trade. Thought and policy are necessaril 
more mature when at every step they meet the contrast wit 
an alternative system which has actually been tried, than in 
the earlier phase in which that system belongs to the realm of 
mere speculation. A modern protectionist system aims at 
consolidating and regulating a country’s due position in the 
world’s production and trade. It is based on exact knowledge 
of geographical and economic conditions. It does not, like the 
pre-scientific mercantilism, merely monopolise certain branches 
of business, cofite que cofite; and it recognizes that, in the 
absence of special adverse results, fluidity in the world’s trade 
is to the general advantage. 

In both theory and practice the core of mercantilism 
was reliance on the action of the state. There are, however, 
profound differences between the kinds of state action which 
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were attempted or desired in that age and the kinds which are 
used or advocated now. Then, as now, it is true, the favourite 
instrument of commercial policy was the tariff. The easiest 
and most primitive way for the state to control commerce 
is for it to send its officers to regulate the movement of physical 
goods at some definite place, in this case at a frontier-post 
or at high-water mark. But the tariffs of the 17th and 18th 
centuries are not at all closely comparable with those of the 
present day. They were nearly always clumsily contrived. 
Often they were not intended to be strictly enforced, and when 
enforcement was intended it was by no means always achieved. 
Smuggling was conducted on such a scale that it alone deprived 
commercial policy in some countries of all effect and in all 
countries of anything like precision. Sir William Petty, 
the famous economist of the late 17th century, wrote a sentence 
of which the grammar is poor but the sense sufficiently plain : 
“If to levy these duties could be most exactly performed, 
princes might strangely practice one upon another ; wherefore 
since they cannot, the people pay no more than they cannot 
with greater safety . . . save, nor observe any more 
those laws than they cannot elude.” 

The impossibility of exact execution was only one of the 
difficulties of tariff policy. Another was the constant pressure of 
the need for revenue, which narrowly limited the possibilities 
of protectionism. The other methods by which state control 
may be exercised are less simple, and the limitations on them 
were correspondingly greater. In England, as it happened, 
the movement to convert the tariff from a fiscal to a protective 
instrument coincided in time with the desuetude of the internal 
regulation of economic life by guilds and corporations and by 
the state. On the Continent, for instance in France under 
Colbert, tariffs were accompanied by a mass of internal 
regulations controlling quality and output which were almost all 
disappointing in their outcome and all lacking in one element 
essential to success. There was no statistical groundwork. 
It is frequently said that the science of statistics dates from 
the late 17th century, and it is true that several of the 
mercantilist writers, including Petty, grasped the value of 
Statistical methods. But they woefully lacked statistical 
information. It was not until the Governments used their 
far-reaching powers to gather such information that statistics 
rose above the level of guesswork. The rise of official 
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Statistics comes, apart from sporadic anticipations, at the end 
of the mercantilist period. Modern historians are apt to 
place too much confidence in the trade statistics of the 17th 
and 18th centuries. Sir Robert Giffen’s warning of 1882 
is still far from obsolete : ‘“‘ The figures of imports and exports 
are sometimes used, and we are all of us too apt to use them, 
as if they were figures in accounts,” but it is ten times more 
necessary for the figures of that remoter period. Statistics 
are of comparatively little value before some such date as 
1801 when England and France began to take a census of 
population and quantitative methods in policy began to be 
possible. There is no real planning without accurate measure- 
ment. Mercantilism has little or nothing to teach us about 
state-planning in any serious sense of the word. 

The analogy with modern conditions must be sought 
elsewhere, but it is none the less real and important. It begins 
with the general conditions prevailing in the twoeras. Speaking 
very broadly we may trace in the long period in the past as in 
the comparatively short modern period certain characteristics 
which were less conspicuously present in the intervening 

riod contrasted with them. ey were periods of acute 
international conflict. They were marked by great wars 
of which the causes lay partly in the struggle for overseas 
possessions, for markets and supplies of raw materials. While 
on the one hand there were great movements of expansion 
and increases of productive power, it was everywhere necessary 
to deal with fluctuations and uncertainties by various kinds 
of rationalization and concentration. The rapidity of change 
led to apprehensions of disaster and consequently to restrictions, 
to efforts at control. In both periods the state was growing 
in power and was looked to as the guardian of the economic 
interests of its subjects, but all public finance presented 
enormous difficulties, and state action was subject to two 
dominant conditions, international distrust and the instability 
of currencies. It was in such a world, a world in these ways 
like our own, that mercantilism arose. 

For a considerable time now it has been customary to 
speak of “‘ mercantilism "’ instead of using the older phrase 
“the mercantile system.’ There is a good reason for this. 
When Adam Smith and the other liberal economists of the 
18th century first criticized the accepted policy of their time, 
they called it the mercantile system because in their eyes its 
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main feature was that it was a policy of enriching a nation 
by regulating foreign trade. They were contrasting it with 
the system which treated agriculture as the heart of economic 
life and with their own system of “ natural liberty.” From 
this “‘system of natural liberty " there developed the classical 
economics of laisser-faire, and when in the roth century 
Continental writers began to revive interest in the mercantilist 
writers, they not unnaturally emphasized most those elements 
which were in contrast with the classical political economy. 
Bit by bit they thus built up a conception of the mercantile 
system as a system in the strict sense of the word. This view 
was expressed in uncompromising terms by the eminent 
German historian, Gustav von Schmoller: “‘ The whole 
internal history of the 17th and 18th centuries, not only in 
Germany but everywhere else, is summed up in the opposition 
of the economic policy of the state to that of the town, the 
district, and the several estates; the whole foreign history 
is summed up in the opposition to one another of the separate 
interests of the newly rising states, each of which sought 
to obtain and retain its place in the circle of European nations, 
and in that foreign trade which now included America and 
India.”’ It is easy to see how this view leads to the interpre- 
tation of state-planning as a revival of mercantilism. Schmoller 
says in another place: “Only he who thus conceives of 
mercantilism will understand it; in its innermost kernel 
it is nothing but state-making—not state-making in a narrow 
sense, but state-making and national economy making at the 
same time ; state-making in the modern sense, which creates 
out of the political community an economic community 
and so gives it a heightened meaning.” 

Subsequent writers have undermined this bold and 
simple conception. They have laid stress on the varieties 
of mercantilist thought. They insist that the theories of 
the period show great divergencies. Not only were there, 
from an early stage in the growth of mercantilism, unorthodox 
thinkers whose notions entitled them to be called precursors of 
economic liberalism. For the most part these were traders, 
for traders in all periods desire greater freedom than may 
suit the statesman or the producer. There were also many 
deep divisions among the protectionists themselves. There 
were those who wanted to protect the carrying and re-export 
trades and those who wanted to foster home production, or again 
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those who attached importance to the foreign exchanges and 
those who thought in terms of commodities. In another way it 
is misleading to think of the mercantilist writers as systematic. 
Many of them were well informed and acute, but it was not 
until their ideas were already being superseded, well on in the 
18th century, that any of them undertook a comprehensive 
review of economics as an inter-related whole. For almost 
all of them economics were a subsidiary interest. There were 
many who were engaged in business and wrote as partisans 
of some particular policy in the special matters which concerned 
them. Others were statesmen or officials concerned with 
revenue or currency from the point of view of government. 
Every kind of man was to be found among them except one. 
Petty was a doctor, a surveyor, a land-speculator and projector. 
Monchrétien was a manufacturer and a poet. Vauban was a 
military engineer. The one type of man not to be found 
was the professor of economics. Since economics had not 
become an academic study, and had not acquired for good 
or ill the formalities of systematic thought, the element of 
personal idiosyncrasy was prominent. Every sort of irregu- 
larity and oddity was possible. The body of principles ready- 
tested and generally agreed was small. In fairness to Schmoller 
indeed it must be added that he recognized that mercantilist 
thought was not systematic in the sense in which science is 
systematic, but some of his followers were not so careful. 

The diversity of practice was even greater than that of 
theory. One author distinguishes the Anglo-Dutch type of 
policy from the French type, another the coastal type from 
the inland type. Some make much of the contrast between 
the earlier mercantilist measures, which were primarily con- 
cerned with money, and the later, which were meant to 
encourage this or the other industry. Others point out that 
the supposed unity of national economic interests was really 
only a cloak thrown over sharp conflicts between limited 
groups. Of the “system” of Schmoller nothing remains 
but an “‘-ism,” a complex and indefinite tendency. And as 
attention turns from the activities of the state to the underlying 
economic development this -ism is itself seen as only one 
aspect of a larger -ism: mercantilism is now regarded by 
most historians as one expression of the great change in 
economic structure and ideas which we call the rise of 
capitalism. 
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When these qualifications are admitted it remains the 
fact that for about three centuries the common stock of 
economic ideas and practices had a recognizable general 
character. Some writers enumerate half-a-dozen or a dozen 
characteristic propositions which run all through mercantilism. 
It may, however, be described rather more broadly. At its 
centre there is the consciousness of the solidarity of the citizens 
of a state. It is national, not cosmopolitan nor individualist. 
It never abandons and seldom for long neglects the community 
of economic interests which it discovers or affects to discover 
among the people of a state. It regards the national economic 
life as a whole and a unit. It sees what was not seen clearly 
at all in the Middle Ages and not by some branches of theory 
(for instance, some of the theories of taxation) even after the 
Middle Ages, that trade has a social value. It regards foreign 
trade not as the sum of transactions with foreigners, but 
as the foreign business of the nation. Consequently its 
characteristic formule are those of the balance of trade. 
There is no such thing as the doctrine, or even a doctrine, 
of the balance of trade. The balance of trade was originally 
not a doctrine but a metaphor, or rather two metaphors. At 
first it was a way of likening imports and exports to the two 
balancing arms of a pair of scales. Later it was a way of 
comparing the balances of commodities or payments, or both, 
to the balances in accounts. The two metaphors are quite 
distinct, and it is not always easy to tell which is meant. Either 
may be used in the service of various economic doctrines. 
In some of its earliest a: ces the exhortation to statesmen 
to look to the balance of trade was no more than an exhortation 
to apply to commercial policy something of the orderliness of 
book-keeping. Soon, however, it became much more elaborate, 
and 17th century writers already knew how to distinguish the 
balance of commodities from the balance of payments, and 
the general balance from the particular balance of trade with 
a single foreign country. They knew about invisibles. The 
had some shrewd ideas of how to cast the balance, ideas whi 
might even have been practically useful if the necessary figures 
had been available, which they were not. 

There is, however, one deficiency in almost all these dis- 
cussions of the balance of trade which distinguishes them 
from all those, except the most inept, of later times. 
Economists did not form until the last days of mercantilist 
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theory any adequate notion of capital. Thus, although even 
in the 17th century foreign investment was a feature of growing 
importance in the economy of the more advanced countries, 
it did not attract the attention of theorists. They did aot 
notice the elementary ways in which the distinction between 
capital and current payments may be of importance in these 
questions of balance. Although they had before them clear 
instances like those of the American colonies, it did not occur 
to them that imports may be the means of building up 
productive power in the importing country. They held quite 
simply that to buy more foreign goods than were exported from 
home production was national insolvency, and even the best of 
them paid comparatively little attention to such obvious 
questions as the period of time over which calculations should 
be made. In England, where the whole subject was treated 
much more as a matter of figures than elsewhere, Thomas 
Mun, who may be called the central mercantilist writer, says : 
“We must ever observe this rule; to sell more to strangers 
yearly than we consume of theirs in value.” He was carrying 
into economics the merchant’s book-keeping practice of 
striking an annual balance, but he overlooked the fact that the 
nation, like the merchant, has at the end of the year not only 
a cash balance but also fixed capital, some of which consists 
of articles imported, it may well be on credit. These con- 
siderations are elementary. They were passed over in Mun’s 
time partly because the whole scale of foreign trade was so small 
that the capital element in it did not catch the observer’s eye, 
but their absence does mean that the earlier speculations 
on the balance of trade had little analytical value. It is too 
indulgent to say that the idea of capital concealed itself behind 
the idea of gold. Modern economists can derive little if 
anything from these speculations except telling phrases to 
express isolated and unrelated portions of economic truth. 
It was their pre-occupation with the balance of trade 
which led subsequent critics to accuse these writers of 
identifying the precious metals with wealth. None of them 
doubted that a tangible balance of gold and silver was a satis- 
factory result to aim at in a nation’s trading operations. 
Some of them used unguarded phrases which seemed to 
imply that it was the only result worth aiming at. On the 
main point time has in a sense vindicated them. It is not 
only that they really did need gold and silver for certain specific 
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urposes such as those of the military paymaster. We also 

Ow now that even in our own time when the precious metals 
are relatively less important than they were then, if there is 
international competition for them, a drain of bullion may be in 
the highest degree detrimental to prosperity. In the earlier 
stages of mercantilist thought there were special and temporary 
reasons why the precious metals seemed to be the key to 
economic power. The increase of the supply of gold and 
silver caused by the opening of new mines in Germany and 
America led or contributed to the great price-revolution of 
the 16th century; but this price-revolution occurred with 
varying rapidity and intensity all over Europe. It demon- 
strated the economic importance of the fact that the commercial 
and industrial countries which did not own mines were in one 
way or another drawing to themselves the gold and silver 
which they could not produce. The balance of trade thus 
began to occupy men’s minds at a time when international 
competition for the precious metals was in fact going on. 
It was first heard of because prices showed a catastrophic 
rise, just as it was again heard of in the last few years when 
they have shown a catastrophic fall. On both occasions 
the ordinary mechanism of the exchanges was thrown out of 
gear. The highly organized international finance which had 
its centre in Antwerp in the late 16th century underwent a 
series of crises. Antwerp itself was besieged and ruined. 
Everyone who thought about business had to think about 
money. 
At no time, however, did the monetary situation entirely 
hide from sight another part of the truth. The older views 
of the balance of trade were compounded of two elements, 
the desire to heap up the precious metals and the desire to 
increase the productivity of industry. Here, again, the main 
idea was that of regarding the nation’s economic concerns as 
a single whole, and consequently what was thought about was 
production and not consumption. A rich nation was one which 
had much to sell, so the test of prosperity was employment. 
Singularly, little attention was paid to the distribution of 
wealth : we may say that this branch of economics was much 
neglected from the decline of the religious and ethical ideas 
of just distribution until the theorizings of the liberal 
economists about rent, wages and capital. As time went on 
it became clear that if they were both pushed to their logical 
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conclusions the two elements in the old views of the balance 
of trade were incompatible. The idea of productivity came 
to overshadow that of treasure. Theorists no longer believed 
that the superiority of one nation over another was expressed 
in their commercial relations by the prosperous nation’s 
pocketing the cash of its unsuccessful rival. They came to hold, 
at first, of course, in a hesitating and partial way, that in every 
bargain each party benefits, Thus the way was prepared 
for the cosmopolitan and individualist economics which 
disregarded the state as a third party concerned in every 
bargain. 

This great change of opinion came about in the 18th 
century largely because of the purely theoretical arguments 
of writers like David Hume, who prepared the way for others 
more closely in touch with the facts of trade. Looking back 
on that period from the vantage-point of the next century 
but one, we can see all these arguments in a truer perspective. 
We shall not be tempted again to give the status of a general 
law of international trade to Montaigne’s maxim “ Nul ne 
gagne qu’un autre ne perde.”’” We recognize, however, that 
there are historical situations in which there may be national 
loss and disturbance if transactions of certain kinds are 
permitted to go on uncontrolled. If this is true of economic 
loss and disturbance, it is still more true of political disad- 
vantages which result from economic facts. One of the 
distinguishing characteristics of the mercantilist writers is 
that they never dealt with pure economics from which all 
the politics has been smelted by the cleansing fire of abstraction. 
Even their most effective critic, Adam Smith, on grounds of 
naval policy made the navigation laws an exception from his 
rule of liberty. His predecessors had such considerations 
always before them. They led sometimes to doctrines which 
now seem surprising. One such doctrine was that it was 
more important to have a favourable balance of trade with the 
countries of Europe than with India, because if a European 
state grew richer the balance of power would be tilted, whereas 
if India grew richer it would not. Again, the enactment 
which marked the high water mark of English mercantilism, 
the prohibition of all trade with France in 1678, was an incident 
not only in the history of the balance of trade, but also in the 
political and religious relations of the two countries. The 
“* colonial pact,” as it is called, by which colonies were to 
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have regulated division of function with their mother- 
countries, keeping respectively the réles of new countries and 
old, was also not purely economic but partly political. 

In retrospect it is clear that in at least one way the 
international rivalry and distrust were unnecessary and excessive. 
Among the mercantilist writers strangely few were aware how 
much elbow-room there was in their world. While economists 
were totting-up trade figures to prove that protective measures 
had enabled their own country to gain this trade or that “‘ upon 
the foreigner,”’ the real source from which Europe as a whole 
was drawing its new wealth and power was the opening of the 
West and East, and, of course, the ever more effective 
exploitation of the natural and technical resources of Europe 
itself. It was, in fact, from the surplus of an era of general 
expansion that the powers financed their costly and, on the 
whole, unremunerative contentions. There were, to be sure, 
states to which these struggles brought dismemberment and 
poverty, but, as each phase of rivalry ended, it was not 
uncommon to find that the two rivals were both able to 
keep more than adequate space for their requirements. The 
Dutch and the English fought three wars and then found that 
they could both retain an empire in the East. The English 
and the French each successively lost one empire and founded 
another. As with territorial possessions, so with trade. 
The English failed to hold their own against the Dutch in 
Russia in the 17th century, or against the French in the Levant 
in the 18th: but the growth of British trade as a whole was 
not arrested. 

It is one thing for our view of the past to be clearer than 
that of the actors in it, but unfortunately it is quite another 
for us to see the present equally clearly. We are still too prone 
to speak of the world as having been already filled up. It 
still has vast areas, peopled by hundreds of millions, which 
invite development. The paradox may even be maintained 
that it is relatively less fully exploited than it was in the old 
mercantilist days. In 1600 and in 1700 Europe was still 
learning to imitate the superior industrial products, the printed 
calico, the silks, the porcelain, the lacquer of India and China. 
Not until the days of power-driven machinery did Western 
civilization become materially far richer than the old civiliza- 
tions of the East. The 19th century saw the rise of most of 
Europe and North America to the industrial level of England, 
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but the rest of the world is still far below that level, and we 
have no more excuse than the contemporaries of Shakespeare 
for thinking that the fields for development are already 
occupied, 

It would open up too wide a subject if we were to discuss 
the great alteration which has come about in our attitude to 
this task of development. In the mercantilist era, as in our 
own, one of the main facts of the economic state of the world 
was the contrast between old and new countries. There were 
rudimentary anticipations of the idea that the opening-up 
of the new countries might become a joint enterprise for 
the old; but in the practice they had no result except to 
mitigate a little now and then the force of rivalry between the 
European sovereign states. Gradually during the 19th century, 
with the revolution in transport and communications, there 
began programmes and even experiments in international 
control. First the elimination of disagreements and afterwards 
the actual co-operation of nations in this sphere became 
aspirations of diplomacy, and we now have even an elaborate, 
though not correspondingly effective, machinery for common 
deliberation and action which appeared impossible to any 
except a few dreamers before the time of the iron ship and the 
electric telegraph. What we shall do with it remains to be 
seen, but its absence was one of the conditions of the 
mercantilist state of mind. 

Nineteenth century historians, writing under the influence 
of the fiscal controversies of their time, exerted themselves 
in drawing morals from the experience of mercantilism as 
to the merits of free trade and protection. Much of their 
work was vitiated by misunderstandings of the historical 
facts. They were apt, for instance, to assume much too 
readily that countries which did without certain kinds of 
protective restrictions were, though not absolutely, at least 
relatively free-trade countries. The favourite example was 
the Dutch republic which, because it permitted free movement 
of the precious metals at a time when other countries restrained 
it, and because its import duties were in many cases excep- 
tionally low, was regarded as a forerunner of free trade. Later 
examination has made it clear that Dutch theory and practice 
were in many ways ruthlessly protectionistic. Whenever 
the Dutch could encourage agriculture and manufactures 
by tariffs they did so. They used their political power all 
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over the world to acquire monopolies and exclusive advantages. 
They were in no way actuated by economic liberalism. What 
distinguished them from other nations was merely that they 
were prepared to sacrifice other interests to those of the 
Amsterdam money-market and the staple-trade, that is, the trade 
of importing goods and warehousing them for re-export. 
And while it is unjust to ascribe the great prosperity of the 
Dutch simply to the lightness of the burdens on their trade, 
it is equally mistaken to attribute the decline of certain other 
countries like Spain solely to the rigidity of their protectionist 
licy. Even the best existing general accounts of Spanish 
tory are the work of historians who assume that the explana- 
tions of its greater movements are to be found on the side of 
state action rather than of economic development ; and we 
have still to wait for a completed survey of the economic forces 
to which state action was applied. It is not rash to assume 
that such a survey will bring Spanish history into line with 
that of other countries in the sense that it will show that the 
deciding factor was not the regime, liberal or protectionist, 
as such, but the adaptation of that regime to the needs of 
the time and the skill or clumsiness of the business community 
in influencing that adaptation and in accommodating itself 
to the environment thus created for it. To take one striking 
instance, it has recently been shown that the failure of the 
Dutch to recover their old prosperity as soon as they might 
have done after the Napoleonic wars was due partly to the fact 
that they tried to revive their old staple-trade when the methods 
of transport had rendered it archaic. While they were trying 
by legislation to attract colonial goods into the warehouses of 
Amsterdam, the English merchant ships were making their 
voyages direct to the consumer in every part of the world. 
Instead of unloading in London they touched at Falmouth 
for orders and held on to Rouen or Hamburg. An English 
merchant told a Dutch official enquirer: ‘‘ We sell everything 
in the Channel.” Better transport had brought a new trade 
organization and circumvented the old beaten tracks of policy. 
Prosperity varied directly with the power to learn from 
experience. 

So numerous are the resemblances between the old 
mercantilism and the developments of our own time that it 
now rightly receives not only more intelligent but also more 
appreciative and respectful treatment than before. It seems 
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to afford on a small scale and in a simpler organism, one of 
which the functioning is easier to analyse precisely because 
it is simpler, examples of expedients which are now being 
attempted again. Up to a point this is true. Although, as 
we have seen, our knowledge of the mercantilist era is still 
very defective, and especially deficient in figures, the parallel 
with our own time is a genuine case of like causes producing 
like results. But in any attempt to apply the lessons of the 
former period to our own we must never lose sight of the 
essential crudity of mercantilism. This is best seen in a quarter 
which has recently received much attention from historians, 
that of the relation of mercantilism to war. 

Two leading ideas about the economic aspects of war 
are current nowadays. We all know that wars have often been 
waged for economic purposes, and that they have often brought 
economic advantages to the victors. At the same time the 
recent experience of the world has led everyone to recognize 
that war as such is a destroyer, an interruption of the steady 
constructive work of the economic community. It is evident 
that there is truth in both these ideas, but that they are not easy 
toreconcile. The nature of warfare and the nature of economic 
organization are neither of them fixed and immutable. As 
they change so the balance of truth shifts between one and the 
other of these two views of war. During the roth century 
war was becoming more destructive and the economic structure 
was becoming more vulnerable. Economists were becoming 
more and more habituated to regarding war as something 
outside their calculations, an extraneous element to be omitted 
just as earthquakes and civil disturbances were omitted from 
the insurance policies of English householders. It would be an 
exaggeration to say that even now the view is universally 
accepted that a great war must cause loss and not gain to 
both parties, and before the last war few writers had stated 
this proposition explicitly. None the less, it is now familiar, 
and in a rather vague and uncritical way it is generally accepted. 
In the mercantilist days it was not wholly unknown. Now 
and again some writer or statesman let fall a remark to the 
effect that a trading nation ought to pursue a policy of peace. 
For the most part, however, the idea prevailed that war was a 
good instrument for economic policy. This was not only 
because sometimes a successful war might, as Chatham’s 
monument in the Guildhall declares, enable commerce to 
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flourish. The idea was more readily accepted for the further 
reason that it was favoured by the current notions of what a 
flourishing commerce was. The most active mercantilist 
states pursued in peace economic aims which could be more 
easily attained in time of war. It was easier in war than in 
peace to exclude imports and to destroy an enemy’s export 
trade. The battleship and the privateer could do that more 
effectively than the revenue cutter. The episode of the 
Continental system of Napoleon may thus be regarded as the 
climax of mercantilism. Napoleon and his opponents carried 
to extremes not only the war of fleets and armies, but also 
the war of commerce-destroying. In some ways their methods 
were strangely unlike those with which we are familiar. They 
neglected some of the direct kinds of commercial hostility 
which obviously weaken an enemy,—such as the shutting out 
of his food supplies, in favour of those which mercantilism 
taught them to regard as economically ruinous. Their measures 
have been well called a system of mutual self-blockade. 
Napoleon permitted the export of corn from France to England, 
while he tried to ruin English finance and manufactures by 
closing the whole coast-line of Europe to British goods. 
England shut out French goods but used every conceivable 
method for pushing on export trade to the enemy, insisting, 
however, that it must all pass through British ports, so that 
its profits might not go to neutrals like the United States. 
Thus Englishmen were grinding French corn for their bread 
while French armies wore English boots and greatcoats. 
Anyone can see that there is something odd about this 
as a way of carrying on warfare ; but it is equally true that it 
is a practical reductio ad absurdum of the mercantilist programme 
for carrying on commerce and industry. Even with a con- 
siderable body of neutrals who could still trade with the 
belligerents, the plan proved absurdly unworkable on both 
sides. If it had worked it would have been a crowning example 
of selling without buying. That this could be regarded on 
either side as a system desirable in itself shows a radical defect 
in the underlying economic conceptions. We may say that 
definite progress has been made away from these conceptions. 
It is now a fixed point in economic thought that the way for 
each nation to win wealth is to co-operate in enriching the 
whole world. As in all successful co-operation, there must 
indeed be safeguards of some sort for the interests of the 
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individual participants. Some of these may be the result of 
common agreement, but in any future that we can foresee many 
of them must be in the nature of stipulations made by each party 
on his own authority before he binds himself by any obligation. 
That is in no way inconsistent with the idea of co-operation. 
What is inconsistent with it is the notion that political power 
may be used for obtaining better terms in trade than would be 
conceded by unconstrained self-interest. When we encounter 
this idea in the writings of former centuries, it strikes us as 
fundamentally erroneous. It would be well if it always made 
the same impression when it is put before us without the jog 
which is given to our critical faculty by antiquated phraseology 
and old-fashioned candour. 
G. N. CLarkK. 
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The Lausanne Agreement 


ULY oth, 1932, was a date which may well prove the 
turning-point in the world crisis, for on that day an 
agreement was signed at Lausanne which, if ratified and 

implemented by the signatory Governments, should bring to an 
end the unhappy German reparations controversy. In brief, 
as a final settlement of her reparation liabilities, Germany is to 
deliver to the Bank for International Settlements German 
Government 5 per cent. redeemable bonds to the amount of 
three milliard gold Reichsmarks, but these bonds are not to be 
issued for at least three years and only then if they can be 
placed at a price of not less than go per cent. Any bonds not so 
placed before the end of 15 years shall be cancelled. The 
bonds shall carry interest at 5 per cent. and sinking fund at 
I per cent. and shall be free of all German taxes, but the 
German Government has the right to request that the rate of 
interest may be reduced below 5 per cent. if issues can be 
made at par. Conversely, after a lapse of five years from the 
signature of the agreement, the Board of the Bank for 
International Settlements may vary the minimum price of 
issue, provided that it is satisfied that the credit of the 
German Government is restored. The proceeds of the bonds, 
as and when issued, shall be placed to a special account, 
the allocation of which shall be settled by a further agreement 
in due course between the signatory Governments, other than 
Germany. 

Further provisions in the Agreement release Germany 
from all her obligations under the Young Plan with regard to 
the Reichsbank and German railway laws. They provide for 
the abrogation of reparations in kind and for the equitable 
termination of existing contracts. They establish the rights 
of the bondholders of the German External Loan, 1924, and 
the German Government International 5 per cent. Loan, 1930, 
and reaffirm Germany's obligation to continue the service of 
these loans in addition to that of the bonds issued under the 
present Agreement. They provide for the appointment of 
Committees to consider ‘‘ non-German Reparations ”’ and “‘ the 
restoration of the countries of Central and Eastern Europe,” 
the latter Committee to concern itself specially with the solution 
of the transfer difficulties of those countries, the progressive 
suppression of their systems of exchange control, the revival of 
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their commerce, and the solution of the problems arising out 
of the present low price of cereals. The Agreement concludes 
with an invitation to the League of Nations to convoke a 
Conference on Monetary and Economic Questions and with 
an invitation to the Government of the United States to be 
represented upon a committee to be set up by the signatory 
Governments to prepare the ground for the Conference. 

As it stands, the Lausanne Agreement marks a great step 
forward for Germany, as she obtains at least a three-year mora- 
torium and even if all the bonds are subsequently issued, her 
annual liability for them will be only Mks.180,000,000. Even 
allowing for the additional cost of the service of the Dawes and 
Young Loans, her total annual liability will be a trifle in 
comparison with the Young Plan annuities of about 
Mks.1,800,000,000. It is greatly to be hoped that not only the 
German Government but also sane German opinion will 
unreservedly accept the Agreement and regard it as surpassing 
even the greatest concessions which they could have hoped to 
obtain. Hitherto, opposition in Germany has been fanned 
as a result of the election campaign. Now that this is 
over, all good Europeans will hope that this opposition will 
subside and that the terms of the Lausanne Agreement will 
be welcomed. 

Germany's creditors also have to adjust their thoughts to 
the real implication of Lausanne. In their minds, the receipt 
of reparations is inextricably linked with their own war debt 
liabilities, and here, of course, any settlement was impracticable 
in the absence of the United States. There is nothing to be 

ained by cavilling at the present American attitude, for the 
Tnited States Government is within its literal if somewhat 
narrow-minded rights in insisting that there is no connection 
between reparations and war debts, and America, too, is in the 
midst of an election campaign. 

Unfortunately the Governments of the creditor nations 
felt some natural difficulty in accepting the Lausanne Agreement 
finally and unconditionally in the absence of any remission of 
their own war debt obligations, and in view of the difficulties 
all Governments alike are experiencing in balancing their own 
budgets it is easy to understand their hesitation. So in place 
of a definite acceptance of the Lausanne Agreement, a com- 
promise had to be devised. The British Government began 
by announcing that it would extend the moratorium in respect 
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of the war debts due to Great Britain until the Lausanne 
Agreement came into force, or it was decided that it would not 
be possible to ratify the Agreement. The French and Italian 
Governments associated themselves with this arrangement. 
This clearly is a purely temporary measure, and whether the 
Lausanne eement is ratified or not, further decisions will 
have to be taken in due course. Next the Lausanne Agreement 
itself contains a clause that it shall only come into force when it 
has been ratified by the Governments of Germany, Belgium, 
France, Great Britain, Italy and Japan. Finally, a so-called 
“* Gentlemen’s Agreement ” was concluded at Lausanne by Great 
Britain, France, Italy and Belgium and immediately notified 
to Germany. Its main clause is reproduced below :— 

The Lausanne Agreement will not come into final effect until after ratification 
as provided for in the Agreement. So far as the Creditor Governments on whose 
behalf this procés-verbal is initialled are concerned, ratification will not be effected 
until a satisfactory settlement has been reached between them and their own creditors. 
It will be open to them to explain the position to their respective Parliaments, but 
no specific reference to it will appear in the text of the agreement with Germany. 
Subsequently, if a satisfactory settlement about their own debts is reached, the 
aforesaid Creditor Governments will ratify and the agreement with Germany will 
come into full effect. But if no such settlement can be obtained, the agreement with 
Germany will not be ratified : a new situation will have arisen and the Governments 
interested will have to consult together as to what should be done. In that event, 
the legal position, as between all the Governments, would revert to that which existed 
before the Hoover Moratorium. 

The German Government will be notified of this arrangement. 


The meaning of these subsidiary arrangements is obvious. 
Unless some arrangement as to war debts takes place, the 
Lausanne Agreement may fall to the ground, but in that 
eventuality further consultation will take place between the 
Governments interested before any attempt is made to enforce 
the Young Plan. 

This uncertainty is obviously regrettable, even though 
it is easy to understand the underlying motives. It puts a 
weapon in the hands of the German opponents to the Agree- 
ment, and American partisans in the Presidential election will 
find it easy to interpret it as an attempt to throw upon the 
United States the whole of the onus of a final settlement of the 
reparations question. Also, it is difficult to believe that even 
if the Lausanne Agreement is not ratified, it will in practice 
be possible to return to the Young Plan; while if further 
consultations have to take place, what other conclusion can be 
reached? While as for the United States, it may perhaps be 
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= ratification would evoke a more favourable response than 
elay. 
A full and final settlement of the reparations and debts 
roblem could not but have a favourable reaction upon American 
usiness activity. Once the dust of the Presidential election has 
been succeeded by a clearer atmosphere, American opinion will 
probably perceive this, and so there is some ground for hoping 
that if Europe is reasonably amenable about points of procedure 
and detail, America will be ready to make her contribution 
towards the solution of the world’s difficulties. In the mean- 
time, it is the duty of all to refrain from saying anything which 
might prevent American opinion from developing in that 
direction. To quote the concluding sentence in the special 
number of Lioyps Banx Review issued last March as a 
contribution towards the solution of these problems, “‘ the new 
world cannot rest on mutual distrust and jealousy, co-operation 
alone can make it a habitable abode for man.”’ It is the fostering 
of that spirit of co-operation which is the world’s main task 
during the next few months, 
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Finance and Industry 
(19) The Foreign Exchanges—(2) 


"Te last article concluded with a brief description of the 





operation of the gold standard, together with the reasons 

for its breakdown in this country last autumn. The next 
step is to describe certain modifications of and substitutes for 
the gold standard. 

The first is a modification known as the gold exchange 
standard, which was employed by many countries up to last 
autumn, Under the gold exchange standard the central bank 
of a country is permitted to count as its legal reserve not only 
gold coin and bullion but also its holdings of foreign currencies, 
provided that those currencies are themselves full gold standard 
currencies. These holdings take the form of balances in the 
central bank or other banks of the foreign country or else of 
approved bills drawn in the fereign currency, and are known 
generally by the foreign term Devisen. The essence of the 
gold exchange standard is that the central bank of a country 
employing it is entitled to meet its liabilities in gold or in 

visen as it prefers. 

In actual fact, most central banks hold Devisen as a matter 
of practical convenience, but where the gold exchange standard 
is not in force their Devisen ranks among their ordinary assets 
and not as part of their legal reserve. Even where the gold 
exchange standard is in force the central bank is accustomed to 
divide its Devisen between its legal reserve and its other assets, 
and, indeed, it may hold some foreign currency bills of a type 
not eligible to rank as legal reserve. The holdings of Devisen 
that appear in foreign bank returns should be interpreted 
cautiously, for they do not necessarily comprise the bank’s 
entire holdings. The Bank of England does not publish its 
holdings of Devisen at all, but includes them in its return under 
“* Other Securities,” 

Last autumn the gold exchange standard was hurriedly 
abandoned by most of its followers. The reason was that much 
of the Devisen held by those central banks as part of their legal 
reserve consisted of sterling. When England abandoned the 
gold standard and the pound depreciated in terms of gold and 
also of gold exchange standard currencies, these central banks 
were faced with an equivalent depreciation of their sterling 
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assets which involved them in such heavy loss that in several 
cases they had to be indemnified out of public funds. To 
prevent a recurrence of this catastrophe, these central banks 
abandoned the gold exchange standard and turned their Devisen 
into gold. This explains much of the recent flow of gold from 
the United States to Holland, Belgium, Switzerland and France. 

When a country has suspended the gold standard its foreign 
exchange rates are free to fluctuate without limit, at least in the 
direction of a decline below par. To check undue fluctuations 
with their serious effect upon trade, various devices have been 
resorted to in this and other countries. One is that known as 
“* pegging the exchange.”” This means that the authorities of 
the country in question decide at what levels the chief foreign 
exchanges ought to stand, and then engage to buy or sell foreign 
exchange at that rate in sufficient quantities to meet all passing 
demands. 

Thus in May it was generally understood that the British 
Government wished the New York exchange to be pegged at 
$3.67. If this were so, the procedure was that whenever dollars 
were offered in such quantities as to drive the rate above that 
point, the Bank of England and the Treasury between them 
bought up all the surplus dollars upon offer. Had a demand for 
dollars arisen of such an intensity as to drive the rate down 
below $3.674, and had it been still thought desirable to peg 
the rate, then the authorities would have had to sell sufficient 
dollars out of their stock to meet this demand. 

If all the principal foreign exchanges are to be successfully 
pegged the authorities have to be prepared to buy or sell, as the 
case may be, both in every leading currency, and in all the 
chief foreign exchange markets of the world. This means that 
to operate successfully they must have ample resources at their 
disposal, not only of their own currency but of all the currencies 
which they may have to supply. Experience has shown us that 
the resources needed exceed the capacity even of the Bank of 
England, while the risk of a serious depreciation of the stocks 
of foreign currencies, however remote it may be, exceeds the 
limit of loss which any private institution, including the Bank 
of England, can legitimately be asked to bear. The task and 
its dangers are so great that they can only properly rest on the 
shoulders of the community acting through its government. 
This is why, in the budget of 1932, the British Government 
established the Exchange Equalization Fund. 
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This fund consists partly of gold and silver, partly of sterling 
and partly of Devisen in the form of foreign balances, bills and 
securities. Its exact composition will vary from time to time 
according to the needs of the moment. The question may be 
asked, why was it not established last year, so as to be available 
to protect the pound against the pressure of last August and 
September, which ended in driving us off the gold standard ? 
The answer, though simple in itself, raises one of the funda- 
mental conditions for the establishment of such a fund, namely, 
that an official reserve of Devisen can only be accumulated at 
a time when foreign currencies are on offer and pounds are 
in demand ; for the establishment of such a reserve involves the 
official purchase of foreign currencies. Last year, during the 
pressure on the pound, offerings of sterling were far in excess 
of demand, and any official attempt to buy Devisen would 
obviously only have accentuated the pressure and so accelerated 
the final breakdown. Instead, the Bank of England and the 
Treasury had to raise credits in Paris and New York in order 
to absorb the heavy offerings of sterling and to meet the current 
demand for francs and dollars. This spring, the position was 
completely reversed, for the flight from the pound was succeeded 
by a flight into the pound, which threatened to drive the pound 
back to par. For various reasons, including the need for 
maintaining our export prices at a competitive level, it was 
thought desirable to resist this pressure and to peg the pound 
at approximately $3.70—though the exact rate varied from time 
to time—and to carry out this policy the authorities had to 
absorb the huge quantities of francs and dollars offered in 
exchange for sterling. This provided both the need and the 
i ieee for the establishment of the Exchange Equalization 

und. 

Whether it was wise to establish the fund, with its 
immobilization and risk of loss of public funds, is a question 
beyond the scope of this article. All that need be said is that, 
granted the need for preventing fluctuations in the exchange 
value of the pound against foreign currencies, the establishment 
of the fund is the only practicable way of carrying such a policy 
into effect. Again, notwithstanding the grave constitutional 
and other objections to such a course, it is essential to keep 
secret the exact size and composition of the fund, the reason 
being that if speculative operations in sterling are to be success- 
fully combated, it is necessary to withhold from speculators 
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penta as to the extent and nature of the forces against 
em. 


Many countries to-day, though still nominally adhering 
to the gold standard, only maintain it by imposing restrictions 
upon the purchase by their nationals of foreign exchange, and 
restrictions, too, are imposed by certain other countries where 
the gold standard has already been suspended. These restric- 
tions take two main forms, namely, restrictions on the purchase 
of foreign exchange :— 


(a) for the exportation of capital, including the 
granting of credits abroad, and for the repayment of 
outstanding debts to foreigners; and 


(5) for purchases of foreign goods. 


Under the first category come the standstill agreements 
and moratoria existing in certain countries, under which the 
discharge of foreign liabilities is either suspended altogether or 
controlled and limited according to the very complex terms of 
each agreement. Restrictions under this category are also 
responsible for the growth of the very inconvenient system of 
“blocked accounts.” Under this system a foreign creditor 
ceases to be able to obtain payment in his own currency, and 
only receives instead a special payment which is made into an 
account in a bank in the debtor’s country, it being further 
provided that sums standing to the credit of that account cannot 
be transferred abroad. 


Restrictions under the second category take many forms, 
from the imposition of special customs duties (such as the 
Abnormal Importations Duties in force in England from 
December, 1931, to April, 1932) to absolute prohibitions upon 
the importation of specified commodities. In between come 
such forms of restriction as the establishment of quotas limiting 
certain imports and the institution of a system of permits which 
alone entitle the importer to obtain his foreign exchange. 
There is no space to describe either kind of restriction in detail, 
and, indeed, such a description would become obsolete almost 
as soon as it was published. Those engaged in international 
trade, however, or those who have or are likely to have money 
due to them from foreign countries where restrictions are in 
force, would be well-advised to consult their banker, and obtain 
from him up-to-date information as to the position. 
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Notes of the Month 


The Money Market.—Money remains abnormally plentiful 
and rates extremely low. Very little money had to be called by 
the clearing banks on June 3oth at the end of the half-year, so 
much so that for the first time within living memory the turn 
of the half-year passed without the market being forced to 
borrow from the Bank of England. On June 30th Bank rate 
was reduced from 2} to 2 per cent. as the prelude to the 
announcement of the War Loan Conversion scheme. The 
clearing banks reduced their minimum rates for market loans 
from 1} to 1 per cent., but London deposit rates remained 
unchanged at 4 per cent. During July discount rates have 
fallen to record low levels. The average tender rate for new 
Treasury bills on July 29th was only ros. 1-93d. per cent. 
against the previous low record of 13s. 8d. per cent. achieved 
in the ‘nineties on twelve months’ Treasury bills. ‘* Hot” 
Treasury bills have changed hands at as low as 4} per cent. and 
three months’ Bank bills at rates down to ? per cent. Even 
first-class bills renewed under one of the stand-still agreements 
have been dealt in at as low as 1 per cent. 


The Foreign Exchanges.—During July the leading exchange 
rates moved, on the whole, against sterling, so that whereas up 
to early June sterling had been pegged at about $3.67 against 
the dollar, by the end of July the New York rate had fallen to 
about $3.50}. Other gold currencies appreciated in proportion. 
This fall in the value of sterling does not betoken any weakness 
in the position of England, but rather a general demand for 
dollars ; for the dollar has appreciated against the franc and 
other currencies as well as against the pound. Among the causes 
of this movement there is some evidence that dollars are 
already being purchased to cover impending exports of cotton 
and tobacco fon the United States, and this is a purely 
seasonal movement which may be expected to persist until 
the end of the autumn. Another cause is a flow of investment 
money to New York, inspired to some extent by the reduction 
in the effective yield from sound British securities which is 
being brought about by the War Loan Conversion scheme, 
but mainly by the low prices to which even sound American 
securities have recently fallen. These movements are all 
natural and need cause no anxiety even if sterling falls still 
lower. Following the passage of the Finance Act, and the 
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constitution of the Exchange Equalization Account, “ other ”’ 
securities held in the Issue Department of the Bank of England 
were reduced in the first week of July from £50-°6 to £18-6 
millions, while an equivalent increase took place in Government 
securities held in the Issue Department. There is no doubt that 
these changes represented a transfer to the Exchange Equaliz- 
ation Account of the bulk of the foreign exchange acquired by 
the Bank last spring during the period of the appreciation of 
sterling. It will be recalled that one of the principal reasons for 
the establishment of the Exchange Equalization Account was 
to relieve the Bank of this foreign exchange liability. 


The Stock Exchange.-—The main event of the month was 
the scheme for the conversion of the 5 per cent. War Loan, 
1929-47, into a 3} per cent. stock not redeemable before 1952. 
Full details of the scheme have received the widest publicity 
and so there is no need to recapitulate them. By the end of 
July it had become known that over half the outstanding War 
Loan had been converted, and that there was no doubt as to 
the ultimate success of the operation, which is the largest of its 
kind ever undertaken. The net result is to put British Govern- 
ment credit on to a 3} per cent. basis, and prices of British 
Government securities at once responded. By July 26th 
34 per cent. Conversion Loan stood at 1003, 4 per cent. Consols 
at 1063, and 2} per cent. Consols at 73}, whereas the corre- 
sponding prices of these stocks on June 2gth were only 93, 
tor and 66 respectively. During this big advance the gilt- 
edged market has naturally been abnormally active, and 
incidentally heavy purchases of War Loan have been made for 
purposes of conversion. On July 26th, “ assented ” (i.e., con- 
verted) War Loan was quoted at 1oo}%, while unassented 
War Loan which (if dissented before September 30th) will be 
repaid at par on December 1st, was quoted at 102. Fixed- 
interest-bearing securities of unquestioned soundness have 
shared in this advance to a greater or less degree, and in some 
cases the movement has gone too far, and has embraced 
industrial preference shares which are not without an element 
of risk. European bonds made a remarkable recovery early 
in July, so soon as it became apparent that agreement 
would be reached at Lausanne, but have since relapsed owing to 
political uncertainties in Germany. Home railway stocks have 
remained very weak as a result of poor traffic returns, but some 
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doubts were relieved by the decision of the Southern Railway to 
Pay its interim preference dividend, even though no dividend 
was paid on the preferred ordinary stock. On July 2gth the 
Great Western Railway announced that an interim dividend of 
$ per cent. would be paid upon its ordinary stock, but on the 
same day the London & North Eastern Railway stated that no 
interim dividend would be paid on any of its preference stocks. 
There was a decided improvement in the price of leading 
British industrial shares early in July, and since then their tone 
has, on the whole, remained firm. 


Overseas Trade.—Little change in the foreign trade returns 
was recorded between May and June. Total exports fell by 
£750,000, while imports rose by £2,000,000, the increase being 
almost entirely confined to foodstuffs. 











| Increase 
Description Jan.—June, | Jan.—June, or $+) 
1931 1932 | Decrease (—) 
£ mn. £ mn £ mn. 
Total imports .. es oe “ 417-8 360-0 —57-8 
Retained Imports ee ee oe 382-1 330-7 —51-4 
Raw Material Imports .. ee ee 90-4 89-5 — 0-9 
Manufactured Goods, Imports.. és 124-4 81-7 —42-7 
Total Exports, British Goods .. +e 199-2 187-0 —12-2 
Coal Exports .. we ee ae 17-2 15-9 — 1-3 
British Manufactured Goods, Exports .. 150-4 143-0 — 7-4 
Re-exports ** ** ** ** 35-7 29-3 — 6-4 
Total Exports .. +e oe ws 234-9 216-3  ###—18-6 
Visible Trade Balance .. os “e —182-9 —143°7 | +439-2 








The June figures complete the returns for the first half- 
year. Comparing this year and last, there has been a noticeable 
reduction in imports and a relatively moderate decline in 
exports. As a result there is an improvement to date of £39-2 
millions in the adverse trade balance. If the second half of 
the year is equally satisfactory, the final result should go a long 
way to rectify last year’s adverse balance of payments of just 
over £100,000,000. In the meantime it is a hopeful sign that 
imports of raw materials are well maintained and that the 
decline in imports is largely confined to manufactured goods. 














Home Reports 


The Industrial Situation 


The announcement of the War Loan Conversion scheme, 
the conclusion of the Lausanne Agreement and the inception of 
the Ottawa Conference gave rise to feelings of optimism, and 
in the long run all should be of undoubted benefit to British 
trade. In the meantime, little change has occurred in the 
industrial situation. The June unemployment and overseas 
trade returns were virtually the same as those of the previous 
month, and latterly many industries have become quieter under 
the influence of the approaching holidays. Commodity prices, 
however, have lately displayed a firmer tone. It is doubtful now 
if any marked change can be expected until October, but if by 
then it has become clear that the work of reconstruction 
initiated at home and overseas within the last few weeks is 
making real progress, there may quite conceivably be a definite 
upward turn. 





Agriculture 

England and Wales.—According to reports at the end of 
June, rather under average crops are expected for wheat, barley 
and oats. Early potato prospects were moderate and main 
potatoes, though backward, were satisfactory. Rain is needed 
for the root crops and though rapid progress has been made with 
haymaking, yields are estimated to be below average. Grass 
was generally fairly plentiful. Cattle and sheep benefited from 
the drier and warmer weather, and milk yields were well 
maintained. 

Scotland.—Owing to the favourable weather all classes of 
vegetation, except the later-sown turnips, are looking well. 
The hay crop is up to the average in most districts. Prices at the 
leading live-stock markets have been normal with a hardening 
tendency. 


Coal 
Hull.—Best steams are well stemmed on curtailed outputs 


with prices steady. Other descriptions are obtainable at 
minimum prices. 
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Newcastle-on-Tyne.—Trade moves very slowly and there 
are no signs of an immediate improvement. Prices remain on 
their minimum basis. 

Sheffield —Demand is very slow and new business scarce. 
Short-time working has failed to reduce stocks. The coke 
market is very quiet and heavy stocks are on hand despite the 
selling of lots at special prices. 

Cardiff—Stocks are heavy and the majority of collieries 
are working short time. Dry coals, however, are in good 
demand from France and there is difficulty i in securing supplies. 
The Irish position is causing some concern. There are signs 
of increasing enquiries from Canada and it is hoped that these 
will develop after the Ottawa Conference. 


__ Newport.—Monmouthshire markets are dull and compe- 
tition very severe. 


Swansea,—Better demand from Canada has brought about 
an expansion in shipments of anthracite, and the best brands 
are firm. Duffs are still in ample supply. 


East of Scotland—In Fife and the Lothians trade is still 
depressed. Navigation coal and steams are accumulating owing 
to lack of export orders. There is, however, a slight improve- 
ment in washed trebles and doubles at advanced prices. 


Glasgow.—Demand from foreign countries shows so far 
little sign of recovery and home business is scarce. This latter 
greatly affects Lanarkshire collieries, and not only are many pits 
at a standstill but some will never resume operations. Large 
coals are obtainable without difficulty, but nuts are scarce. 


Iron and Steel 


Birmingham.—Reports continue disappointing and ab- 
normally low prices prevail. There is practically no forward 
buying and spot purchases are restricted to consumers’ im- 
mediate needs. Apart from a small demand from abroad, 
enquiries are scarce and the outlook dull. 

Sheffield—Conditions remain unchanged. Output of 
open-hearth steel is being maintained but enquiries and orders 
tend to shrink. There is an increased demand for special lines 
of fine steels and a distinct improvement in steel strip. New 
uses and markets are being found for the large quantities of 
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stainless steels still being produced. Export trade is being 
impeded by exchange and quota restrictions abroad. 


Teeside.—The approach of the holidays has caused a con- 
traction in demand for pig-iron, and pe of Cleveland pig- 
iron are slightly higher, while East Coast hematite stocks are 
embarrassingly large. There is rather more demand for con- 
structional steel but orders are needed for heavy steel, such as 
shipbuilding and railway specifications. 

_ Newport.—For the three months April-June, imports of 
iron and steel decreased by 17,000 tons as compared with last 
year and by 24,000 tons as compared with January-March. 
Many local works are still obliged to rely on foreign material 
on account of quality as well as price. Exports for the same 
periods were less than last year, but better than for the January- 
March quarter. 


Swansea.—Demand for tinplates improved slightly at prices 
15S. to 15s. 6d. per basis box. Exchange restrictions abroad are 
still an obstacle to better trade. 


Glasgow.—Most of the works decided to prolong their 
Fair holidays until the first week in August so as to permit of 
an accumulation of specifications. The tonnages ordered during 
the holiday period were not of an encouraging volume and the 
outlook is no better. 


Engineering 


Birmingham.—Trade generally is very quiet, the gun trade 
being particularly slack. July sales of motors were satis- 
factory, but business is declining pending the introduction 
of the 1933 models. The demand for light cars has been well 
sustained. General export figures remain steady, but foreign 
exchange restrictions are preventing any improvement. 

Luton.—The motor trade reports that demand for light 
lorries both for home and export trade is increasing. Otherwise 
all trades are quiet. 

Sheffield —Conditions are slightly better in general en- 
gineering, and enquiries are more promising. The tool trade 
is patchy, but there is a good demand for engineers’ small tools. 

Wolverhampton.—There is a slight improvement in the 
lighter sections but trade in the heavy sections is quiet. 
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Glasgow.—Trade is still more or less depressed but 
rospects are brighter in the marine branch. More enquiries 
ve been received by Clyde shipbuilding firms and there is 
some chance of orders coming forward for new vessels in the 
near future. 


Metal and Hardware Trades 


_ _ Birmingham.—Demand for cold rolled brass and copper is 
just maintained. Seasonal slackness is usually experienced at 
this period of the year and the expected stimulation owing to 
cheap money and low prices has not taken place. 

Sheffield —The cutlery and plate trade continues to shrink 
and a condition of stagnation prevails. Current orders from 
retailers are very small. 

Wolverhampton.—The electrical trades are doing well. The 
lock trade remains quiet and hollow-ware moderate. 





Cotton 


Liverpool—The market during the period under review 
has been more active than for some time past, and values have 
shown a welcome upward tendency. From the abnormal low 
levels recorded during June, when “ spot ”” American was quoted 
as low as 4:08d. per lb., the market at one period showed an 
advance of approximately #d. a pound. Since the publica- 
tion of the terms of settlement at Lausanne, however, coupled 
with a Bureau report that showed a decrease of only 9-5 per cent. 
on this season’s planted acreage, prices have again declined. 
A variety of factors were responsible for the upward movement 
noted in the early days of the month, when persistent rains in 
the belt gave rise to greater fears regarding the prospects of the 
crop than have been present for some years. This fact, to- 
gether with the improved political and economic outlook, 
combined to stimulate bullish sentiment. Some fair liquidation 
has since been in evidence, and with New York unresponsive 
and an increased volume of hedge selling, demand has weakened. 
The course of the market in the downward direction was 
further influenced by reports of a continuing decrease in U.S.A. 
consumption, as reflected by the Garside report of July rath. 
These figures showed an estimated consumption for June of 
312,000 bales, as against 332,000 in the previous month and 
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455,000 in June of last year. In the absence of more en- 
couraging trade news it is difficult to forecast the future trend 
of prices, more particularly as the world stock of American 
cotton to be carried over is estimated at between thirteen and 
thirteen and a half million bales, as against a trifle under nine 
million last year. These figures would seem to indicate that 
traders have, relatively speaking, little to fear about next season’s 
supplies and the effect thereon of possible weevil damage. 


Wool 


Bradford.—Conditions recently have shown signs of im- 
provement. A good deal of covering has been taking place as a 
result of the hardening tendency of values at the London sales. 
One pleasing feature is that crossbreds have shared in the 
improvement and prices are now well above opening rates. 


Huddersfield—It is now between seasons and a quiet 
— is expected. Though prices of raw wool have been 
dening there is scarcely any improvement in the demand for 
woollen cloths. Trade continues quiet in the worsted section 
but it is hoped that the new light-weight cloth now being made 
will benefit next spring season's trade. 


Hawick.—Conditions in the Border tweed trade are, if 
anything, worse. Although wool prices have advanced a little, 
merchants are reluctant to confirm orders for the spring until 
sales to merchants and tailors are more certain. Hosiery 
manufacturers are only doing a moderate amount of business 
and short time is general in both tweed and hosiery factories, 
some of the mills only working twenty hours a week. 





Other Textiles 


Dundee.—After a slight improvement in the jute market, 
conditions are again quiet, but the position is more hopeful. 
A fair amount of linoleum hessian has been bought by the 
United States, but export trade is generally quiet. 


Dunfermline—A better feeling is in evidence in the 
Fifeshire linen trade. Buyers now realize that prices are at their 
lowest and though the export branch remains very depressed, 
demands on home account tend to broaden. There is also quite 
a good enquiry for flax and tow. 
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Leather and Boots 





Bristol—Employment in the boot trade, though still bad, 
has shown some improvement latterly, but short time is still being 
worked. The Irish situation is affecting exports to that country, 
and some orders are being held back. Retailers have had a 
better season with encouraging sales. The leather trade remains 
quiet, but a more cheerful tone prevails. The feeling in the trade 
generally is more optimistic owing to easier money rates and 
the clearing of the international atmosphere. 

Northampton.—The recent fine weather has caused the boot 
and shoe trade to be more active than is usual at this time of 
the year. Retailers, however, are still only placing orders 
to fill their immediate requirements. 


Shipping 

Hull.—There is only a small enquiry and as tonnage is in 
good supply rates for all directions are easy. 

Liverpool.—Values, though steady, are unfavourable to 
owners and a quiet tone has prevailed. There has been a fair 
enquiry homewards from the River Plate, and demand for 
tonnage shows an improving tendency. Limited grain bookings 
are reported from Montreal to the Continent at unchanged 
rates, but elsewhere business is dull with tonnage in ample 
supply. 

Newcastle-on- Tyne.—Chartering is lifeless and rates lower 
in every direction. 

Cardiff.—The slight improvement reported last month has 
fallen off, but the general demand is poor and freights for the 
near trades and the Mediterranean have fallen by approximately 
sixpence per ton. 

Newport.—The movement of shipping has been seriously 
reduced by the decline in overseas trade. There is no change 
in the number of ships laid up. 

East of Suedenl—~Tonssde the end of July there were 


about twenty vessels awaiting coal shipments at the Forth ports. 
Tariff readjustments have contributed to some increase in 
imports at the Leith Docks, but shipping generally is still 
depressed, with freights very easy. 

Glasgow.—Demand for tonnage to load coal is still 
restricted, and as tonnage is not in excessive supply rates are, 
on the whole, steady. 
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Foodstuffs 


Liverpool.—Trading in wheat remains quiet, and prices 
show little change from those recorded during June. In 
common with other commodity markets the firming influences 
of Lausanne, and the buoyancy of the Stock Exchange following 
the announcement of the conversion of War Loan, were well 
marked. Reaction supervened, however, on the favourable 
official reports of United States and Canadian spring crops, the 
latter showing a prospective yield which is described as being 
second only to the record harvest of 1928. Another unsettling 
influence was the forecast of the German wheat crop, the out- 
turn of which is estimated at 23,000,000 quarters, as against 
19,470,000 last year, and something less than sixteen millions 
in 1930. These figures, taken in conjunction with those of 
other European states, would seem to indicate a likely abun- 
dance of supplies and a consequent reduction of import 
requirements. Danubian crops are reported as being of only 
small to moderate dimensions, and that of our own country 
somewhat below average. With China and Japan as buyers it 
is expected that Canada and the United States may experience 
a fair demand for their wheat for some months, and the growing 
confidence engendered by recent improvements in the general 
political situation should do much to restore the “ health ” of 
the market as a whole. Continental bacon supplies have 
continued large and resulted in a rather “ dragging ’’ market. 
American bacon was in small supply and quiet, whilst hams were 
firm at higher prices. Lard proved a firm trade at enhanced 
values. A strong consumptive demand for butter resulted in 
supplies being hardly sufficient to cope with the enquiry and 
prices would appear to have reached the lowest point for the 
year. Cheese also continued in good request, with stocks con- 
siderably less than last year. In the canned goods section, 
meats were quiet and fruits rather better at unchanged rates. 


Fishing 
Brixham.—Landings for June slightly increased, but prices 
generally were below average though there was a greater demand 
for plaice and soles. Few Belgian trawlers are now seen near 
these coasts and their landings at Brixham are now negligible. 
Lowestoft.—In spite of the depression which caused a 
number of trawlers to be laid up, more fish was landed in 
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England and Wales during last June than during June, 1931. 
There has been an improvement in the Scottish herring trade 
as a result of a large contract recently arranged with Russia, 
and prices have been higher. 

Penzance-—The mackerel season has come to a close. 
Each year fewer boats are occupied in this trade and this year 
the East Coast boats have done badly. Line fishing has been 
above the average; for the two trips per week boats have 
earned gross as much as £109 down to £30 for a single trip. 
Pilchards are being caught largely for bait for the liners, the 
demand for curing being very small. 


Scotland.—The East Coast herring fishing has so far been 
somewhat disappointing, landings being considerably less than 
those of a year ago. Prices have continued steady to firm. 
The demand for cured herrings, chiefly for the Continent, has 
improved, with prices for crown branch fulls ranging up to 
55S. per cran. Landings of white fish have been moderate 
and prices firm. 


Other Industries 


China Clay.—The figures of deliveries for the six months 
ended June, compared with the same period last year, are very 
disappointing. Last year the figure was 339,208 tons and this 
year it is only 306,916 tons. The figures of the last two months 
have undoubtedly been affected by the new French quota on 
the import of china clay. 

Paper-making and Printing —Edinburgh reports that the 
home trade has been adversely affected by the holiday season, 
while demand on foreign accounts shows little, if any, improve- 
ment. The printing trade also continues very depressed ; book 
printing has slumped badly lately and commercial contracts are 
both difficult to get and, with keen cut prices, very unproductive. 

Pottery.—Business is very quiet and no improvement is 
expected until after the holiday period. The trade returns for 
June show a further decline in exports compared with last year, 
and a marked decline in imports of pottery and clay products. 

Timber.—Trade during June was fairly good, more orders 
for building timbers being placed and a few railway orders being 
on the market. The sawmills are quiet, as home manufacturers 
cannot compete with the reduced prices of foreign prepared 
boards. The forward market is quiet. 
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Dominion Reports 
Australia 


From the National Bank of Australasia Limited 


Trade remains dull, but confidence is returning as the 
result of the recent elections, some reduction in unemployment 
and indications of a large production of wool, wheat, butter, 
frozen lamb and mutton, and other farm products. Prices of 
primary products still rule unduly low, but the London market 
for wool and butter has strengthened. It is hoped that the 
projected Government relief works will reduce unemployment 
and increase purchasing power. | 


Canada 


Crops are generally reported to be in good condition, 
but prices still remain very low. Business conditions show 
but little change. The textile and boot and shoe industries 
are active, and there was a slight increase in automobile pro- 
duction during June, but the usual summer expansion in 
building and new construction work is largely absent, and 
wholesale orders everywhere are of very small dimensions. 
Gold production is expanding, but the output of base metals is 
limited by the low level of prices. The lumber trade is feeling 
the effects of the new American duties. 





India 


After an initial fall, raw cotton prices on the Bombay 
market improved during June in sympathy with foreign 
markets. Indian mills have been able to sell cloth on a larger 
scale, but prices are still unremunerative, and the piece-goods 
market generally has remained dull. The heavy depreciation 
of the yen, with its threat of intensified Japanese competition, 
has caused considerable alarm. The monsoon has, on the 
whole, made favourable progress. Rangoon reports a better 
European enquiry for timber at the end of June, but business 
otherwise is quiet, and there is no improvement in the rice trade. 
Very few fresh orders for hardware have been placed, and all 
dealers complain of the lack of demand and tightness of money. 
Current arrivals of wire nails are far in excess of demand. 
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Irish Free State 





As a result of the dispute with the British Government and 
the imposition of special tariffs upon both sides, the business 
position is very obscure. It is generally agreed, however, that 
in the interests of Irish trade it is essential that an early settle- 
ment be reached. As regards farming, first and second hay 
crops, though unusually light, were of excellent quality, and 
other crops are satisfactory. Livestock, too, is in good con- 
dition, but the imposition of the new British duty led to a general 
fall of prices on the Dublin cattle market. 











Foreign Reports 


France 


From Lloyds & National Provincial Foreign Bank Limited 


Imports for the first six months of 1932 amount to 
Frs.15,278 millions, against Frs.23,198 millions last year. 
Exports also show a large decrease, the corresponding figures 
being Frs.10,083 millions this year and Frs.16,223 millions in 
1931. The adverse visible trade balance amounts to 
Frs.5,194 millions as against Frs.6,975 millions last year. 


Bordeaux.—The continuance of unfavourable weather and 
the prospect of a poor vintage has caused a rise in wine prices, 
especially in the cheaper grades. In the resin market demand 
is stronger and prices tend to rise. 


Le Havre.—Reports of boll weevil emergence led to an 
advance in cotton prices, but a reaction has since occurred, 
and spinners are not buying beyond their immediate require- 
ments. Coffee prices have been well maintained. 


Liile-——Raw cotton prices have been firmer, and there is 
more optimism as regards the future. Current business, how- 
ever, is still very difficult. One firm of cotton spinners has 
closed down for a fortnight, and others are expected to do so. 
There is no change in the hemp, jute and flax branches of the 
textile industry, and business generally is severely affected by 
international difficulties. 


Roubaix.—There has been no improvement in the wool 
trade and prospects are no brighter. The recent sharp rise in 
tops caused a little temporary activity, but prices have since 
reacted. All combers are on short time, and while spinners 
are better placed they are by no means prospering. Weavers 
are the worst placed of all, and on the average mills are only 
working at 40 to 50 per cent. Stocks of tops are increasing, 
the latest figure being Kgms.15-2 millions against Kgms.11°3 
millions a year ago. 

Marseilles —The copra market is quiet and unchanged. 
Demand for ground-nuts is very restricted, and prices are not 
expected to rise even though stocks appear to be insufficient 
for the needs of users until the arrival of next season’s crop. 
Olive oil prices, after a slight temporary increase, are unchanged. 
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Belgium 
From Lloyds & National Provincial Foreign Bank Limited 


Brussels.—Conditions are in a very depressed state and a 
deficit of three milliards is expected on the budget. The 
number of bankruptcies for the first six months of this year has 
increased, being 583, compared with 437 for the same period 
last year. The number of wholly or partly unemployed is now 
335,000, or 20 per cent. of the total insured. Of the 650 
limited companies that published results in June, 312 show 
losses and the aggregate losses exceed profits by 80 millions. 
As regards industrial conditions, the coal trade has been dis- 
located by the strike which began in early July, but the latest 
reports point to an early resumption of work, as provisional 
terms have been agreed upon. There is no change in the iron 
and steel trades, and demand is completely lacking. In the 
linen industry spinners have decided to close down for one 
week out of four. 


Germany 


The Belgian coal strike was of some limited assistance 
to the German steel industries, and prices were inclined 
to harden. Output of pig-iron and steel was lower in June 
than in the previous month, but this was largely due to the 
completion of Russian orders. An over-due seasonal improve- 
ment in agriculture, and rather greater activity in certain of 
the textile trades led to a decrease of 93,000 in unemployment 
during June, but the number of men out of work is still very 
large. 


Holland 


The result of the Lausanne Conference has had little effect 
other than psychological but the proposed world economic 
conference in the autumn is looked forward to with great 
expectation, as it is hoped that this will end existing impediments 
to international trade. Imports for the first half of 1932 amount 
to F1.677 millions, against Fl.987 millions last year. The 
corresponding figures for exports are Fl.418 millions against 
F1.677 millions. The excess of imports therefore amounted 
to Fl.259 millions as against Fl.310 millions. The report of 
the special retrenchment committee puts forward a series of 
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proposals amounting to economies of 102 million guilders, 
which are nearly equal to the expected deficit of 108 millions 
on the 1932-33 budget. Among other proposals, the com- 
mittee proposes a permanent cut of 13 per cent. in the salaries 
of unmarried and 8 per cent. in those of married State em- 
ployees. Personnel also is to be reduced by 12 per cent. 
As the Committee estimate that there will be a decline in 
taxable income in the near future, it is regarded as extremely 
likely that these proposals, if carried out, will only be the first 
step along the path of budget reduction, and that they will 
have to be followed by other and equally drastic economies. 
The Stock Exchange has been brighter and money is easy. 


Norway 


For the first six months of this year imports amounted to 
Kr.336-5 millions as against Kr.415-4 millions during the same 
— last year. e corresponding export figures are 

.269°5 millions and Kr.232-4 millions. The excess of 
imports over exports is therefore Kr.67 millions compared with 
Kr.183 millions last year. This improvement in the trade 
balance is mainly due to the almost complete cessation of 
imports of ships. As from July 1st, 1932, increased customs 
duties came into force, the most important of which are a 
rise in the duty on coffee and sugar from 25 to 40 per cent., 
on dairy butter from 25 to 50 ore per kgm., and on salted mutton 
from 15 to 30 ore. There is also a new tax on petrol and 
rubber, the latter causing a 30 per cent. increase in the price 
of motor-car tyres. The Road Tax, however, has been 
abolished. Another decline has taken place in the number of 
idle ships. 


Sweden 


The dispute in the pulp industry has been further 
aggravated by the disturbances that have been provoked by 
Communist elements at one or two shipping ports in Noreland. 
So far, it has been possible, however, to load vessels with the 
aid of unorganized labour under police protection. Employers 
are considering declaring a general lock-out at all mills now 
working in order to force the employees to give way. Sales re- 
cently have been small, and prices unchanged. The wood goods 
market is quiet, and white goods and planed goods are in a bad 
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way. The French imposition of contingent duties on certain 
imports is a heavy blow to exporters, especially as the French 
import quota has again been reduced. There is still very little 
buying in the paper market and prices tend lower. A fresh 
source of anxiety is the fact that the French Government is 
considering imposing a contingent duty on ne int. The 
result of the Lausanne Conference stimulated prices on the 
Stock Exchange, particularly those of certain weak bank shares. 


Denmark 


The trade balance for May shows an import surplus of 
Kr.15+3 millions, imports being Kr.93-3 millions and exports 
Kr.78-o millions. During the months January—May, although 
imports have fallen from Kr.599°9 millions in 1931 to 
Kr.503°6 millions in 1932, purchases from England have 
increased from Kr.g0-9 millions in 1931 to Kr.101-4 millions 
in 1932. It is therefore evident that the efforts to buy more 
in England have been successful, and it is hoped that these 
figures will increase in the future. The drought has affected 
the grain crops and grazing adversely. Butter prices have 
advanced owing to the smaller quantities available and to the 
better demand by the United Kingdom due to the Irish conflict. 
Bacon prices are stationary, but egg prices have improved. 
The number of unemployed has increased to 89,560, or to 
more than double the usual number at this time of year. 


Switzerland 
From Lloyds & National Provincial Foreign Bank Limited 


The world crisis continues to affect export trade. Exports 
for June amounting to Frs.58-4 millions constitute a new low 
record, being Frs.2-3 millions below the figures for May and 
no less than Frs.51-8 millions below those of June last , 
The watch trade reports a slight increase in exports since May. 
Imports for June at Frs.144-7 millions show a decrease of 
Frs.43°6 millions compared with June, 1931. Exchange diffi- 
culties and currency restrictions are adversely affecting exports 
and the special clearing arrangements made with Austria, 
Hungary and Yugo-Slavia are proving to be unsatisfactory. 
Further extensions have been made in the Swiss import 





restrictions introduced this year. 
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Spain 


Revenue for the first six months of 1932 is given as 
1,860 million pesetas against an estimated “ ordinary ’’ expendi- 
ture of 3,970 million pesetas. The increased taxation, however, 
provided for in this budget did not come into force until the 
second quarter of the year, but a deficit nevertheless is probable. 
The French Government’s restrictions on the import of fruits 
and vegetables is causing alarm among growers. Spanish crops 
are excellent this year and it is feared that the proposed quotas 
will seriously injure export trade. 


Morocco 


From the Bank of British West Africa Limited 


_ _ There was a general liveliness in business conditions early 
in June, when wheat was in urgent demand to fill the quota for 
free entry into France. Since then trade has been quiet. 
Grain prices have fallen through lack of demand and their fall 
has reacted on all sections of business. Mazagan egg exports 
have improved slightly, many shipments going to France instead 
of Spain as formerly. Trade in the South shows more signs of 
seasonal improvement than in the North, which is unusual. 
The port and railway developments at Saffi are making progress, 
and are beginning to attract attention abroad. 


United States 





__ The rise in sugar, cotton and hog prices has caused some 
slight revival of confidence, but business and industrial activity 
is no better. Car-loadings for the latest five-week period only 
totalled 2,455,628, which is a much lower weekly average than 
has prevailed since the beginning of the year. The sugar 
market has been more active on the rise in prices, but the 
rubber market has been dull and inactive, and business in non- 
ferreous metals is very quiet. Unfilled orders in the steel trade 
were reduced by 142,394 tons, and even so steel production 
fell for the last week of June to only 12 per cent. of capacity, 
and seven furnaces went out of blast during the month. A 
slight improvement has subsequently been recorded. As 
regards cotton, the latest official acreage estimate shows a 
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decrease of 9°5 per cent. below last season. Heavy weevil 
— is reported in many areas as the result of wet 
weather. 


Japan 

The outstanding event of the month has been the decision 
of the Government to increase the fiduciary issue from 
127,000,000 yen to 1,000,000,000 yen. This at once caused the 
yen to depreciate against foreign currencies and there is some 
evidence that its fall is already stimulating Japanese exports. 
The raw silk market has lately become more cheerful on the 
Government’s decision regarding the purchase of old stocks, the 
fall in the yen, and prospects of a short crop of spring cocoons. 
American demand, Loess, is likely to remain very limited. 
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Banking 
1. BANK OF ENGLAND 
Issue Department. ! Banking Department. 
Date. ieee i ae 7 rang (Prem 
Gold. Notesin Reserve and, Bankers’ Govt. | Discounts 
* circulation. Proportion. | Deposits. | Securities. |& Advances. 
ee 
1931. £mn.|' £mn. £mn.!| cent.| £mn. £ mn. £& mn. 
Jane _ ™ 132-0 | 359-4 34:0 | 32-4| 55-8 | 52-6 9-7 
June 29 136-1 363-1 48-9} 35-0| 86-6 67-2 14-9 
July 6 136-1 | 366-7 45-3 33-2 80-9 | 67-6 15-0 
July 13 136-4 | 366-3 45-9 | 34-4 82-8 65-8 14-8 
uly 20 136-6 | 365-8 46-7 | 34-5 8-8 | 66-2 14-3 
uly 27 137-7 | 369-3 44-3 | 33-0 82 688 | 15:3 
i ' | | 
2. TEN CLEARING BANKS 
De- | Accept- Call . Invest- Ad- 
Date. posits. | ances. Cash.* Money. Bills. ments. vances 
1931. £ mn &£mn. £mn. | £mn. £ mn. 
June ons 1,781-9 | 115-9 236-4 133-2 265-7 288-4 923-0 
1932. | | 
anuary as 11,714-0 | 98-7 223-5 | 117-3 | 239°3 283-4 | 904-9 
February '1,658-5 | 90-6 214-0 109-8 | 207°5 279-6 902-3 
h 1,676-4 98-7 217-4 | 112-5 | 216-8 | 281-9 902-1 
April.. 1,680-°5 98-1 214-2 | 112-4 | 240-1 287-5 881-0 
May .. 1,699-0 | 99-5 222:0 113-1 | 246-5 300-2 871-4 
June .. 1,764-4 | 93-2 239:2 | 113-4 | 277-7 339-7 | 852-2 





3. LLOYDS BANK, RATIO OF CURRENT ACCOUNT CREDIT 


BALANCES TO TOTAL DEPOSITS 





F; 


GEESASSSTOSES 
PAN HHOOATAN ION 





tio. 














Ratio. 
seam. rt 1930. | 1931. | 1982. 
% % | % % 
January 46-8 | 45-1 45-9 46-5 
February 45-9 | 44-2 45-1 44-7 
March 45-2 | 44-5 45-3 44-7 
April 44-9 | 45-1 45-0 45-2 
y 44-1 44-0 44-8 45-3 
June 44-5 | 44-4 45-4 45-4 
July 45-4 | 44-7 45-7 
August | 45-3 | 44-4 45-7 
September | 45-3 | 44-7 45-0 
October 456 | 44-8 45-3 
November 44-7 44-8 45°3 
December 45-3 46-0 46-7 
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Money, Exchanges and Public Finance 





LONDON AND NEW YORK MONEY RATES 





























i LONDON. New Yor«. 
| 90 Days’ 
Date. t 3 Months | Day-to Re 
| Bank eligible Call 
Rate. a day Gees | Bank ac- | Money. 
q Bwnnawae _ ‘Rate. | ceptances 
1931, Percent. Percent. Percent. | Percent. | Percent. | Per cent. 
July = 34 Skt 28-3} | ly | 1 1} 
une 29 23 ¥-1%| #1 a | 1 23 
uly 6 2 lg—li | +1 2 4 2¢ 
uly 13 2 4-1 }—1 a ; 2 
uly 20 2 j | +-1 4 | ¢ 2 
uly 27 2 #%# | +1 2 | Fi 2 
2. FOREIGN EXCHANGES 
Retiien ass. | 1932. 
= July 2. June 29,| July 6 July 13 July 20 July 27 
ma ae wale call — ' ee ny 
New York $4-866 | 4-852 | 3-60§ | 3-56 3-542 3-568 3-533 
Montreal | $4-866 | 4-86) | 4-12} | 4:06 4-072 4-103 | 4-04) 
Paris ... Fr. 124-21 (123-893 || 912 904 903 91 | Ot, 
Berlin | Mk. 20-43 || 20-433 | 15-174 | 15-00 | 14-95 15-00 | 14-87% 
Amsterdam ... | Fl. 12-11 | 12-05 || 8-92} | 8-82}! 8-80} 8-853 8-79 
Brussels | Bel. 35 | 34-79 | 25-924 25-60 | 25-55 25-72% 25-50 
ilan ... Li. 92-46 || 92-82 | A 69} 693 Orr 
Berne ... Fr. 25°22} | 24-89 | 18-52} | 18-25 | 18 18-324 18-17} 
Stockholm Kr. 18-16 | 18-15$ || 193 | 19} | 19-45 19-474 | 19-47$ 
Madrid Ptas. 25-224 | 53-60 | 43% | 4332 | 4 g48 443 
Vienna Sch. 34-584 || 34-55 || 32} | 33 | 32* 314* 31* 
Prague .. | Kr. 164-25 |1633 (1213 (120 120 1203 1193 
Buenos Aires 47-62d.'| 334 344t 344t | M4bt 44t 34it 
Rio de Janeiro 5-89d.. 3% | Set | SAt | Sdt Sat | Sat 
Valparaiso Pes. 40 40-00 | 60-50* | 60-50* 60-50* 59* | 59* 
Bombay. 18d. 173§ 1743 (184 (18, 184% /| 18% 
Hong Kong . —d. 124 15} 15h s«15 153 154 
Shanghai .. —d. 15: |193 | 193 | 20 20 204 
* Nominal. a 
3. — REVENUE AND EXPENDITURE 
To To | | To | 
Revenue. ats | July 25 | Expenditure. | July 23 | July 25 
1932. | 1931. | 1952. | 1931. 
£mn. | £mn. | | mn. | £ mn. 
Income Tax 27-8 | 29-5 | Nat. Debt Service ... 112-1 | 120-6 
Surtax ... 8-1 | 12-9 || Northern Ireland Payments... 1-4 1-7 
Estate Duties 27-9 24-5 i Other Cons. Fund oe. 0-8 0-7 
Stamps ... 2-7 3-2 || Supply Services pa - | 130-6 | 133-3 
Customs... 50-9 38-6 | Ordinary Expenditure «-- | 244-9 | 256-2 
Excise ... “| 38-9 36-1 || Sinking F 8-1 12-3 
Tax Revenue ... | 158-0 | 146-2 | Self Balancing Expenditure 20-2 20-5 
Non-Tax Revenue | 11-4 23-7 
Ordinary Revenue | 169-4 | 169-9 
Self-Balancing 
Revenue | 20-2 20-5 || 
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1. PRODUCTION 












































Coal.* Pig-Iron. Steel. 
Tons mn Tons thou. Tons thou. 
June 4-2 324 429 
anuary .. 4-4 330 430 
ebruary .. 4-5 318 481 
March .. 4-5 336 463 
April 4-1 317 433 
May 4-0 315 417 
June 4-0 311 459 
* Average weekly figures for month. 
a 2. IMPORTS 
Date. Food. | aE i ee | Total. 
1931. £ mn. £ mn. £ mn. £ mn. 
June ... si 33-4 14-1 20-2 68-6 
1932. | 
January ae 31-5 16:9 13-3 62-3 
February 33-6 15-4 20-1 70-2 
sce 30-9 16-5 13-0 61-1 
April 27-5 13-4 11-8 53-5 
y 29-9 13-7 11-6 53°7 
June 31-4 13-5 11-8 57-5 
; 3. EXPORTS a 
Raw Manufactured 
Date. Food. Materials. Goods. Total 
—-~——|----—— - 
1931. mn | £mn. £ ma. £ ma. 
June ... oe 2-6 4-0 21-6 29-4 
1932. } 
January a 2°8 3-6 23°4 31-1 
February 2-8 3:5 22-6 30-0 
March ... 2-7 | 3:5 24-2 31-2 
April 2-9 4-0 26-8 34-8 
May 2-6 3-6 23-2 30-2 
June 2:3 3-6 | 22-9 29-7 
a speisaial 4. UNEMPLOYMENT an 
{ | 
Date. 1926. | 1927. | 1928. 1929. 1930. } 1932, 
| | |__| _____|____ 
End of— Per cent.| Percent. Percent. Per cent.| Per cent. Per cent.) Per cent. 
January .. {| 12-0 10-7 | 12-2 | 12-6 | 22-4 
February.. 10-9 | 10-4 | 12-2 | 13-1 | 22-0 
March ... 9-8 98 | 95 10-1 14:0 | 21-5 20-8 
April 9-1 | 9-4 9-5 9-9 14-6 | 20-9 | 21-4 
May ‘ 14-3 | 8-7 9-8 9:9 15-3 | 20-8 | 22-1 
June ° 14-6 | 8-8 10-7 9-8 15-4 | 21-8 | 22-3 
July : 14-4 9-2 | 11:6 9-9 16-7 | 22-6 | 
August |. 14-0 | 9-3 | 11-6 | 10-1 | 17-1 | 22-7 | 
September 13-7 9-3 | 11-4 10-0 17-6 | 23-2 
October . | 9-5 | ll- 10-4 18-7 | 21-9 | 
November 9-9 , 12-1 |} 11-0 19-1 21-4 | 
December } 98 | 11-2 | 1-1 | 2-2 | 20-9 | 











Percentage of Insured Workers. 
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Prices 
1. WHOLESALE PRICES (average for month) 
Index Number (Sept. 16th, 1931 = 100). 
Date. Sates 
| U.K. | U.S.A. | France. | Italy. | Germany. 
| 
7 1931. a epape ww 
, ae aes 101-7 | 108-8 103-1 103-3 
1932. 
anuary aa. aa 93-7 96-2 91-9 
ebruary ... 2s ese | (1075S | 98S | 4G 97-4 91-7 
March... .. «. «| 106-8 | 91:5 | 96-4 97-0 91-7 
Apeil - we «- mwh tee ban) ae 95-5 90-4 
cin ow a Oe 2. oe |) 93-5 89-3 | 

—- «a ss 97-7 88-3 | 92-6 90-6 | 88-4 
une, 5th week ese w- |})| O71 86-4 zx 91- 5 89-5 | 88-1 
uly, lst week a na 97-9 8-4 | 915 | 89-2 | 88-1 
in 2nd week 98-3 87-3 | MS | 892 _ 88-0 
uly, 3rd week 98-5 88-2 91-3 | 89-0 | 88-0 
uly, 4th week 9-3 | 8&3 | — 88-5 88-1 





Sources: U. K,, - Financial Times”; U.S.A., Irving "Fisher ; ; France, Statistique 
Generale ; Italy, Italian Chamber of Commerce ; Germany, Statistische Reichsamt. 


2. RETAIL PRICES (end of month) — 





Fuel Other | Ail 


Rent 
Date. Food. _ (including Clothing. and items | items 
rates). Light. | included. | included. 
1931. | | 
SO cai) ae 30 54 9 | 70 | % | @ 
1932. 
anuary ... 31 54 90 75 75 47 
ebruary 29 54 90 75 75 46 
March 26 54 90 75 75 | 44 
April 25 53-54 90 | 70-75 | 75 43 
May 23 54 90 70-75 | 75 42 
June 25 54 85-90 | 65-70 | 70-75 | 43 





The figures represent the percentage increase above July, 1914, which i is equal to 100. 
3. COMMODITY PRICES (average for month) 





] Wh i | i 
| No’ | Cotton, | Wool, | Pig-Iron,| Tin, | Rubber, 














Date. N. American 64’s_ | Cleveland | Standard | Plantation 
Manitoba. | Middling. tops avge.| No. 3. | Cash. | Sheet. 
1931. per qr. per Ib. per lb. per ton. | per ton. | per lb. 
s. d. d. d. s d | £ | d. 
June... eee 27 1 4-80 213 58 6 | 105 3 
| } 

1932. 
lanuary ... pie 33 10 5-47 233 | 58 6 | 1403 | 3 
— ah 347 5-70 23 | 586 | 139% | 2} 
March 3448 5-38 22 58 6 | 129% | 2 
April 32 7 4-92 214 58 6 1 | 

y 31 10 4-83 al 58 6 122 14 
June 28 1 4-30 204 58 6 | 114% 1 














wherever you go 
World Letters of Credit and 


Travellers’ Cheques are issued 
at any of the 1,900 offices of 
Lloyds Bank. These documents 
are the safest and most con- 
venient form in which to carry 
money when travelling. 
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LIMITED 


HEAD OFFICE: re 
71 Lombard Street, E.C.3 






















